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COMMERCE SECRETARY CALLS BUSINESS CENSUS A NECESSITY 
_ (A.statement by Commerce Secretary Weeks) 
Businessmen, workers, consumers and citizens in our dynamic socizty will benefit 
from the fresh fund of economic facts which Congress has authorized to be taken by the 
Manufactures, and Mineral Industries, covering operations of 


ust as knowledge and understanding of the human body are vital to good health, so 
dn een collection and prompt dissemination of up-to-date data on our business activ- 
- ities are vital in aiding business and government to promote economic health and growth. 

It is not the American practice to rely on antiquated, dust-laden data. The latest 

ible information about our ever-changing economy, in which a vast technological 
to have an accurate of what we are whither we are going. 

The Censuses of Bus Manufactures, ‘Mineral Industries will infor- 
mation for which the need has become imperative because available data have outlived 
their usefulness. In addition, the data collected will aid further in mobilization planni 
The last Census of Business covered 1948, the last Census of Manufactures covered 1947, 
and the last Census of Mineral Indutries covered 1939. As authorized by Congress, these 
Censuses will be taken in 1955 to cover 1954 operations. 

—Chamber of Commerce of the United States, Washington Report, July 9, 1954. 
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Some of the aspects of management 
not usually found in text books 


Some Special Characteristics 
of Successful Management 


S you all know there was a time when the 

manager of a business usually was its 
proprietor. He conducted it according to his 
own ideas, and he learned mostly from per- 
sonal experience. If the business was success- 
ful, he was well paid. If it failed, he took the 
sacrifice in personal income and capital. To- 
day, this type of operation generally is true 
only of the comparatively small business enter- 
prise. 

Time has produced a substantial and funda- 
mental change in the responsibilities and re- 
lationships of management. The development 
of larger and larger business units; the greater 
complexity of their operations; ownership 
represented by equity investment interests, 
which have little or no direct contact with the 
business itself; and their related changes have 
created the need for a more professional man- 
agement group. 

The modern business manager does not pay 
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for mistakes with his own money but with the 
money of other people who may not easily 
accept the results of costly errors in judgment 
or in operations. 


Academic Training for 
Business 

To meet the problems requiring a broader 
knowledge and understanding of business pro- 
cesses and relationships, there has been a 
gradual increase of academic training in the 
fundamentals of business operation, finance, 
economics, and management. Most of our uni- 
versities now have specialized courses directed 
toward the development of managerial talent. 
A natural corollary of this has been the cre- 
ation of a substantial literature about manage- 
ment in which men of experience, success, and 
special knowledge contribute what they have 
learned for the benefit of those with manage- 
ment objectives. 

The importance of this study to business 
and to success in business is emphasized by 
the demand for trained men, by the growth of 
the enrollment in specialized business courses 
and, even more so, by the fact that industry 
has integrated continued management training 
into its daily operations. 

My purpose here tonight is to present a few 
of the aspects of management at work that I 
have learned and observed in some thirty 
years experience as an executive. I intend to 
speak about some of the special characteris- 
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tics of successful managers, not usually dis- 
cussed in text books. 


Understanding the Operating 
Mechanism of a Business 

I will comment briefly on the common 
knowledge of the need for a thorough under- 
standing of the place and function of each 
element of the operating mechanism of a busi- 
ness. This is an essential but more technical 
knowledge, and is a subject related most close- 
ly to operations and production. 

Everyone knows, or should, that effective 
performance requires the coordination of each 
part with every other part. The gears on which 
the operation and its result depend must be in 
mesh, they must move at properly related 
speeds; and must be under constant inspec- 
tion and close control to prevent interferences, 
distortions of alignment, and unequal per- 
formance. 

In the general management of an enter- 
prise, production and costs, sales and prices, 
investment and finance, and public and labor 
relations all have to be coordinated into an 
overall favorable result. None are minor prob- 
lems, any way you measure them. Each re- 
quires highly specialized skills. Each is a part 
of the function of management. And each re- 
quires the application of management prin- 
ciples at many levels. 


A Sound Personal Philosophy 

The first special characteristic is this. I be- 
lieve successful management is as much a 
matter of a sound personal philosophy as it is 
of operating knowledge or techniques. This 
will be composed of tested and constructive 
fundamental principles of management that 
serve as a guide and support in the imple- 
mentation of the multiple aspects of manage- 
ment’s duties and relationships. 

These principles are not easily acquired. 
They are not something that can be bought or 
obtained, fully prepared for use. They are the 
product of intelligent observation, under- 
standing, and appreciation of all the external 
and internal forces that come to focus in con- 
ducting a business enterprise. 


Ability to Turn Experience 
Into an Asset 

The second point is that ability to function 
successfully as a manager is not necessarily a 
product of technical knowledge or working ex- 
perience. It is true that experience is a val- 
uable personal asset, but only if the individual 
has the capacity to learn from experience, and 
apply what he has learned to the contsructive 
benefit of himself and the business. We all 
know every business has individuals with long 
service of real value whose competence at their 
work adds up to a substantial contribution. 
In many respects these people are the back- 
bone of the business. But for one reason or 
another, often there is an inability to turn that 
experience into an asset which substantially 
furthers personal progress into the realm of 
management. 

The best example of this is in the story of a 
man who did not receive advancement into an 
executive position. He went to the president of 
the company and complained about the lack 
of consideration given to him. With appro- 
priate emphasis, he referred to his many years 
of experience which he claimed the manage- 
ment had completely disregarded. 

The president said, “I am sorry you brought 
that up, but you have made it necessary for 
me to answer. It is true you have been with 
this business for many years, but I regret to 
say you have not had as many years of ex- 
perience as you think. Actually, you have 
merely repeated one year of experience—over 
and over—many times.” 


Ability to Raise One’s Level 
of Thinking 


I suggest that the primary test of every 
individual approaching or actually in the area 
of management is a relatively simple one. It is 
in an attitude of mind and in an ability con- 
stantly to raise his level of thinking about him- 
self, about his job, about his relationship to 
the business and to his associates, and about 
the relationship of the business to the public. 

At the very lowest level is the individual 
whose habits of thought are based on the 
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movies, the television, the funny papers, and 
the date he had last night or is going to have 
tomorrow night. Even while he works his 
thoughts are centered on himself and on per- 
sonal interests unrelated to his work. 

These habits of thinking move on up 
through various easily defined stages to the 
man who, at least while he is working, puts his 
mind on his job; the man who competes with 
himself and with everyone else to see how well 
he can do his work; and the man who strives 
to understand what he is doing and why, and 
the relationship of what he does to the work 
of other people. Finally, the man who learns 
to think less in personal terms and more in 
terms of the needs of the business may reach 
the executive or directing level and, ultimately, 
the administrative level which deals primarily 
with policy. 


Ambition, Ability, and a Sense 
of Obligation 


I have observed that one outstanding char- 
acteristic of the earlier stages of management 
development is a combination of ambition, 
ability, and a sense of obligation. The man 
who would rate management consideration 
demonstrates a desire and a capacity to make 
a greater-than-average contribution. He finds 
ways and means to make larger payments into 
his job account than others, or than may be 
expected from him. I have heard Mr. K. T. 
Keller, of the Chrysler Corporation, refer to 
such a man as an “accomplishment worker” 
rather than a “money worker”—a very apt 
description. 

In its later stages, these attributes are de- 
veloped into an ability to operate as an 
owner, but with the full realization that he 
does so as a trustee for stockholders, for em- 
ployees, and for the public. 

Today, management has to embody within 
its objectives a full consideration of their 
social effects. Included in this is the principle 
of operating a business that is sound and will 
be permanent; one that makes a definite con- 
tribution to the welfare and stability of the 
community; and one that does not bring un- 
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necessary hazards to its owners, its manage- 
ment, and its staff. 

If this principle is applied, the approach can 
not be one which measures actions or policies 
primarily in terms of self-interest. It is a mere 
matter of fact that, under the conditions of 
today, the completely selfish man can not be 
a permanent success as a manager or make a 
permanent success of a business. 

If you will consider this suggestion about 
the level of thinking and the motives of indi- 
viduals, I believe you will find in it the key 
to most of your judgments about their possi- 
bilities and the measure of responsibility which 
can be entrusted to them. 


Good Judgment 

The next important requirement is that of 
good judgment. Some people call it wisdom; 
a combination of knowledge and the capacity 
to use it. I have another more practical and 
more easily defined work which is “selectiv- 
ity”—the insight and the ability to make the 
best choice under the circumstances. What- 
ever you may choose to call it, it is vital. 

Unfortunately, some apparently intelligent, 
well educated individuals never seem to dem- 
onstrate good judgment. Occasionally they are 
defeated by their education. There is extensive 
knowledge, but little sense of its practical uses, 
except perhaps to antagonize other people by 
a desire to display superiority. And, some- 
times, individuals are too intelligent to see 
simple things simply. 

You may have observed that, while there 
are important places and uses for extensive 
knowledge and extraordinary intelligence, few 
successful managers could qualify as superior 
intellectual types. Their knowledge and intel- 
ligence are demonstrated by an earthy, realis- 
tic, and practical interpretation of men, cir- 
cumstances, and events. While recognizing the 
values of theory, the manager has to become 
an expert in its practical application. 


Sense of Discrimination 


Few realize how much business success and 
progress depend on this element of selectivity 


as an ability of management. It might be de- 
fined as a cultivated sense of discrimination, 
which is the real objective of education. It is 
the ability to perceive the best ends and the 
best means to those endsffi to distinguish be- 
tween what is effective and waht is ineffective, 
what is necessary and what is unnecessary, 
what is important and what is unimportant, 
what should be done now and what should be 
done later, and the like. But also it enters into 
practically every day-to-day decision of a 
manager. It regulates what he does, and estab- 
lishes his priorities of attention and action. 

He constantly is faced with the problems 
created by conflicting claims on his time and 
attention, from inside and outside his area of 
responsibility. If he can not select properly, 
he will be slowed down to a walk, and over- 
burdened with the demands originating from 
many sources. One problem is the individual 
who tries to attract attention by continually 
talking to the boss about things he should take 
care of himself. A test of subordinate manage- 
ment is in its selection of the subjects brought 
to superiors for discussion or decision. 

Every executive must reserve to himself the 
right to determine the priorities of attention 
and action. His success and the success of the 
business can be related to his proper selection 
of the issues needing attention, and whether 
the time is now or later. 


Selecting People 

Certainly the selection of the product, the 
plant and its equipment, the processes of busi- 
ness or manufacture, has a direct and impor- 
tant contribution to success. But the selection 
of people is the most important. 

In the final analysis, the success of product, 
plant, and process always turns on the selec- 
tion of the people who give life and productive 
value to physical assets. The principal tool of 
management is the ability to assess the values, 
the possibilities, and the uses of men in terms 
of the fundamentals on which the future of 
the business depends. Without it, everything 
physical tends to lose its value; the organiza- 
tion fails to move or moves ineffectively. 
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The vitality of a business and its competitive 
strength come from the ability of its executives 
and related personnel to provide what is 
needed to ensure progress. Physical compo- 
nents can be improved or replaced fairly easily 
by the expenditure of dollars, but the dollars 
are attracted by the capacity of individuals to 
use them wisely and profitably. A superior 
personnel minimizes all other problems and 
sparks above the average accomplishment. A 
good man can produce good results despite a 
poor system, and the best system never will be 
an adequate substitute for a good man. 

Policies and systems are used not only to 
direct and channel the operating thought and 
performance of an organization, but to extend 
the qualities of management to the much 
larger number of the less experienced and less 
able. Thus maintaining and constantly im- 
proving the quality of management and per- 
sonnel, at every level, is one of the first funda- 
mentals of a sound business philosophy and of 
success in management. 

The realistic and objective appraisals re- 
quired to maintain and improve properties and 
other physical assets are much easier to make 
than the same decisions about persons in an 
organization. But these decisions must be 
made, and making them is one of the most im- 


. portant and sometimes the most unpleasant 


responsibilities of management. 

Accepting the standing and progress of the 
business and of the whole group as a basic re- 
quirement, can lead to difficult decisions in 
the selection of individuals for management 
responsibility. The standards become some- 
what different. The ability to do the work has 
to be coupled with every other element related 
to outstanding performance on the job. This 
is because the capacity to provide leadership 
and to attract support and confidence within, 
as well as outside the business, is an ingredient 
of its success. 


Qualities of a Good Manager 
The texts on management and on the eval- 


uation of managers give an almost unending 
list of qualities which are essential in one 
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degree or another. They comprise almost every 
possible business virtue and combination of 
them. Each major requisite is subdivided into 
innumerable others which are supposed to 
provide some fraction of the measurement of 
the overall factor of which they are a part. 

Great stress is laid on leadership, on growth 
capacity, and on personality factors which in- 
clude appearance, manner, and the ability to 
deal successfully with others. The recom- 
mended formulas and tests for management 
capacity are intricate and not always con- 
clusive. At best these only can be guides or 
helps to selection in an effort to avoid the most 
easily made mistakes. The problem can be 
simplified if it is thought of in terms of the 
individual qualities which contribute substan- 
tial plus values to the business, above and 
beyond the routine requirements of the job. 

I think this can be summed up best in terms 
of its practical application. It is inevitable in 
practice that when a choice is to be made for 
an executive appointment—and service, ex- 
perience, knowledge, and ability are relatively 
equal—the plus factors of the individual will 
greatly influence the decision. The higher you 
go in business or management, the more im- 
portant these personal plus factors become. It 
is no accident that these qualities make suc- 
cessful executives outstanding as a group, and 
as individuals in any group. 

Another aspect of selectivity is timing. De- 
cisions can be made at the wrong time and 
under the wrong circumstances; and timing 
can be as wrong in minor decisions as in crit- 
ical decisions. Poor timing makes difficult de- 
cisions more difficult and sometimes will de- 
feat the expected result. I have never known 
any successful manager who did not have a 
well developed sense of the importance of 
timing. 


Ability to Reduce Problems 
to Essentials 


If you have had an opportunity to observe 
successful executives in action, I am sure you 
were impressed by their capacity to reduce 
complicated subjects, proposals, or discussions 


SEPTEMBER, 1954 


to their simplest terms. This is another kind of 
selectivity. Entirely too often someone has to 
scrape off the barnacles and push aside the 
seaweed which collect on a problem or pro- 
posal. Unfortunately there are too many per- 
sons who encrust simple things with compli- 
cations or drape a subject with a protective 
covering of thir own special inclinations. When 
they get through, the real issue has been ob- 
scured or lost. 

Frequently this stems from an idea that a 
good answer must bear some unmistakable 
personal imprint. Then the main objective is 
confused in the conflict of personalities at- 
tempting to dominate the conclusion. Discus- 
sions are delayed by individuals anxious to 
display detailed knowledge unnecessary to 
resolving the issue. The manager then has to 
define the problem in simple, understandable 
terms which can lead to a clear-cut decision. 
In other words, he has to put to work an un- 
usual faculty for grasping and holding up to 
clear sight the real issue, no matter in what 
amount of verbiage it has been buried. 

This situation is illustrated by a story told 
me by one of our foremost economists. After 
he left the university, his first job was with a 
large nationally-known enterprise. One day the 
president called him in and gave him a prob- 
lem to analyze, and you can imagine how hard 
he worked on this assignment. Finally he com- 
pleted his report and, with a good deal of 
satisfaction, took it to the president. 

As he told the story to me, the president 
picked up the report and flipped over the 
pages without reading them until he came to 
the last page, on which the economist had 
summed up a series of reasons for and against 
the project. He looked it over quickly, flipped 
the report back together, handed it to the 
economist and said, “Young man, take this 
away and bring me back one good reason.” 
My friend said that from then on he became 
one of that rare species—a practical economist. 


Be Comprehensive and Concise 


When dealing with experienced members of 
a board of directors, or a manager, or a man- 


agement group, it is unnecessary to prove how 
thorough you are or how much you know. 
That usually is taken for granted, if you are 
good enough to hold the position you do. It is 
not necessary to educate men of this type by 
going through every step of your mental pro- 
cesses. By the time the second step is reached, 
the experienced man is way ahead, looking for 
the issue, and probably bored and resentful. 
The practical rule is a simple one; state the 
problem or the proposition first—then, as con- 
cisely as possible, give the reasons for or 
against it, and the recommendation. Be sure 
the comments include the essential facts, and 
cover the issues sure to be raised. If properly 
done, nothing more may be necessary. Let any 
further information be requested. In this way 
what is needed to make a decision becomes 
available and no one will be bogged down with 
unnecessary details. Put a high value on the 
other man’s time. He puts a high value on his 
time and he thinks you should value yours. 


Progress Requires Decision 
and Action 

Finally, neither men nor businesses stand 
still. They move forward or backward. Even 
if they think they are holding their own and 
are not sliding downhill, some other individual 
or business is moving up, or moving past. If 
there is to be progress, there must be motion; 
and motion comes from decision and action. 
Without it, there is drift. Frequently it is for- 
gotten that failure to decide and to act is a 
decision not to do so. The penalties for not 
making any decision at all can be as great as 
those for making the wrong decision. 

The complexities of modern business and of 
the economy itself create an unending series 
of difficulties and frustrations. Recently, man- 
agement has become an activity of dealing 
with almost daily emergencies; but difficulties 
make opportunities. They are tests of capacity 
which carry with them substantial personal 
benefits, if they are successfully met. 

If you talk to the top executives of any of 
our representative enterprises, you will learn 
that the need for better management and the 


scarcity of it, through every level of the busi- 
nesses, are their principal concerns. Today 
there are few businesses which are not beset 
with management problems, and there are few 
which can not be benefited by better manage. 
ment. Expansion in size, diversification of pro- 
ducts, dispersion of production, growing com- 
petition, and the change from a seller’s to a 
buyer’s market have placed heavier and heav- 
ier burdens on management. In many instances 
the kind of management needed today has not 
been developed and its source does not exist, 
internally. Then management is imported or 
obtained by consolidation or purchase of an 
enterprise that has it. 


Opportunities for Competent 
Managers 


This is why I believe there never was a time 
in our history when there were more oppor- 
tunities for individuals with the required atti- 
tudes, capacities, and abilities. The possibil- 
ities are magnified because we have been 
passing through an era in which the lazy, the 
selfish, the improvident, and the incompetent 
have been encouraged to believe they have not 
only a vested interest in their jobs and in pro- 
motion, but in a certain job, at a certain price, 
and in a certain place. 

Inadequacy and indifference have been too 
well paid, and too well protected. But the re- 
sult is that the force of the competition of this 
growing group has declined; and the man with 
the abilities, the right attitudes, and the 
growth capacities is more easily apparent to 
those who need him. 

Certainly management is no place to rest. 
It is no place for the man who hesitates to 
tackle tough problems or to deal with compli- 
cated issues. It has become a highly specialized 
task. Those who can be successful as man- 
agers of any part of business are in great 
demand. As Professor Schell, of the Massa- 
chusetts Institute of Technology, expresses it 
—The work of management is like that of a 
“juggler who, at the height of his skill, has 
many balls in the air, constantly challenging 
his ability to maintain their whirl.” 
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| Routine check-up examinations of 402 executives showed 


that half of them needed treatment 


The Health of the Business Man 


EDICAL progress has advanced farther 
in the past fifty years than it did in the 
five hundred years prior to 1900. There are 
many reasons for this. Of prime importance, of 
course, has been the general awakening of the 
scientific mind and greater interest in scien- 
tific research. Basic discoveries have truly 
produced an age of “wonder drugs” in which 
the vast majority of organic diseases are 
readily controlled by any one of an unbeliev- 
ably large reservoir of effective therapeutic 
tools. 

This rapid ascent of medical science has 
brought both American and foreign medicine 
to the point where preventive medicine has be- 
come of paramount importance. Labor unions 
and the working man have kept abreast of this 
rapid advance by employing plant physicians, 
using preemployment examinations, establish- 
ing first aid stations, and by a multitude of 
plans and programs concerned with the health 
of the individual. 

Until recently, however, the business man 
and the plant executives have been the for- 
gotten members of society in this rapid climb 
of medical science. When sick, these persons 
have received the best of medical care—when 
“well” they have been ignored. 

All diseases, of course, are best treated dur- 
ing the early stages before, or at the onset, of 
symptoms. Physicians like nothing better than 
to treat patients with curable diseases. This 
list of “curable diseases” can be enlarged to 
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include diseases previously considered fatal 
only if they are detected early in their course. 
An even greater number of diseases can be 
controlled, if detected early, so that the afflic- 
ted person may live many more years in much 
greater comfort than if the disease had been 
allowed to progress untreated until the term- 
inal stages were reached. 


Aims of the Check-Up Program 


With these thoughts in mind we at the Uni- 
versity of Michigan Hospital instituted a pro- 
gram of routine yearly check-up examinations 
for executives of many industrial plants 
throughout Michigan. This program was start- 
ed for a number of purposes. Foremost among 
these are the following: (1) To determine how 
many “well persons” are actually “well.” In 
other words to determine how many unsuspec- 
ted diseases are discovered during the process 
of the complete routine checkup examinations 
which are done here at our Hospital. (2) To 
evaluate the usefulness of various blood tests 
and X-ray examinations in unmasking un- 
suspected disease. (3) To determine whether 
diseases such as hypertension, heart disease, 
ulcers, and many others which are said to be 
associated with “tension” are higher in a 
group of individuals working longer hours and 
under greater “tension” than the average indi- 
vidual. (4) To evaluate the value of routine 
examinations in detecting cancers in early 
stages. (5) To evaluate the usefulnes of peri- 
odic examination in helping to maintain an 
efficient working group of business and plant 
executives. 
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How Many “Well” Persons Are 
Really Well? 


The first purpose—to determine how many 
“well” persons are actually well is answered 
by the following statistics. Of the first 402 
executives examined by us, 218 (54 per cent) 
were found to have one or more diseases for 
which treatment was recommended. Of these 
persons, 170, or 42 per cent of the entire 
group were found to have a disease which was 
not known to exist prior to their examination 
and for which treatment was felt to be neces- 
sary. Many of these diseases, it is true, were 
of themselves of little importance at the time 
of discovery. Therapy was instituted, how- 
ever, because of the predictable dire results if 
the disease or abnormality were allowed to go 
unchecked. 

The second purpose of this study (the 
evaluation of the usefulness of various blood 
tests and X-ray examinations in asymptomatic 
individuals) is of some interest to the average 
lay person but is of primary concern to the 
physician. It is our plan to elaborate on this 
portion of the study in medical journals, so 
that beneficial changes can be passed on to 
the patient by slight alterations in our own 
and perhaps in other checkup programs. 


Do Overwork and Tension Cause 
Disease? 

The third purpose should be of extreme 
interest to both physicians and lay persons. 
Certain diseases, of unknown or uncertain 
etiology, have, over a number of years become 
associated with the terms “overwork” or 
“tension.” Taken as a group, the executives 
we have examined can certainly be considered 
to be working longer hours and probably can 
be considered as being exposed to more con- 
stant and severe mental strain than the aver- 
age employee. In spite of this fact, the per- 
centage of so called “tension state” diseases— 
hypertension, “coronaries” (heart attacks), 
and ulcers—is no higher in this group than in 
groups made up of non-executives reported by 
others. We have found hypertension to be 
present in 24 (6 per cent) of the 402 exam- 


ined; angina pectoris, often a precursor of 
true heart attacks in 3.7 per cent (15 per- 
sons); and two “heart attacks” to have al- 
ready occurred in only four persons (0.9 per 
cent) of the 402 examined. Ulcers, requiring 
therapy, were found in ten persons or 2.4 per 
cent of the total. Overwork and/or tension 
may certainly aggravate these conditions but 
it seems highly improbable that they are the 
initiating or basic cause. These figures lend 
weight to the belief that the basic cause of 
these diseases is highly speculative. 

Cancer, of which the public has been made 
acutely aware, was found to be present in five 
of the 402 persons examined in this series 
(1.2 per cent). Three of these patients had 
absolutely no symptoms which would have led 
to the detection of their cancers. This absence 
of symptoms would undoubtedly have delayed 
diagnosis until the disease became too far ad- 
vanced for effective therapy. 


The Benefits of Routine 
Examinations 


The above figures have been given to sub- 
stantiate what most of us have long suspected: 
that the average “well individual” has a 50 
per cent chance of being truly well and com- 
pletely devoid of any or all disease. It im- 
presses upon us the need for routine examina- 
tions. 

Of even greater benefit, and a factor that 
cannot be measured by statistics, is the peace 
of mind and assurance that is afforded those 
persons without significant disease hy means 
of the examination. A good proportion of 
those in whom disease is found can also obtain 
a great deal of reassurance, when definitive 
treatment is given, or a definite preventive or 
curative program is outlined. I have been im- 
pressed by the fear and worry manifested by 
many persons who have relatively minor ab- 
normalities which can be easily ~ontrolled or 
cured. The gratitude of those in whom serious 
disease is detected early and curative treat- 
ment given early needs no further comment. 
The relief and reassurance afforded to others 
can not be measured. 
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studied by other taxing entities 


This new tax, enacted as an emergency measure, may be a 
permanent addition in this State; and is being 


Michigan’s New Tax— 


A Year in Review 


N July 1, 1954, Michigan’s widely publi- 

cized and much talked about “new” 
Business Activities (nee Receipts) Tax com- 
pleted successfully its first year of operation. 
Enacted in an atmosphere charged with po- 
litical tension, the statute bore marks of the 
sense of urgency which characterized its 
enactment. 

From the outset, this hybrid among tax 
measures was regarded with interest, curiosity, 
and even suspicion by tax theorists, govern- 
ment officials, and businessmen alike. Econo- 
mists recognized it as an attempt to apply to 
a practical situation a modified version of the 
almost untried tax on value added by business. 
Attorneys sought to categorize it as either an 
income tax or a general gross receipts tax. 
From some quarters came vague rumblings 
predicting attacks upon the constitutionality 
of the measure. Subjected to heavy criticism 
were the provisions for dealing with multistate 
businesses. 

One year has passed, and no authoritative 
voice has been raised against the tax—nor is 
there any indication that its constitutionality 
will be tested in the near future. The Legisla- 
ture has corrected most of the structural 


About the author— 

After graduating from Louisiana State University, 
Mr. Firmin received an M.B.A. degree from the Uni- 
versity of California, and is a candidate for the Ph.D. 
degree in this University. A certified public account- 
ant, he is Assistant Professor of Accounting at Tulane 
University. This article is based in part on his mono- 
graph—referred to in the adjoining footnote. 
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weaknesses present in the original statute. 
None of the Act’s basic provisions have been 
altered except for purposes of clarification, 
and most of the amendments merely sanction 
existing administrative interpretations of the 
original statute.’ 

When enacted, the tax purported to be a 
temporary measure designed to relieve a finan- 
cial crisis until a large scale revision of Michi- 
gan’s entire tax structure could be accom- 
plished. If this proposed integrated revision 
is not accomplished as intended, it is conceiv- 
able that the term of the Business Activities 
Tax might be extended. Because the tax has 
encountered negligible resistance, it may well 
play a key role in future tax planning for 
the State of Michigan. In view of the vote 
of confidence which the tax has apparently 
received, a critical review of the factors which 
have contributed to its general acceptance 
would seem appropriate at this time. 


All Business Activities Are Taxed 


The belief that value added by business is 
a proper basis for taxation rests on the prem- 
ise that business activity is the source of the 
nation’s income. To tax value added by each 
business enterprise is to tax income at its 


*The specific provisions of the original statute 
have been analyzed in other publications of the School 
of Business Administration. See, e.g., Firmin, Peter A., 
The Michigan Business Receipts Tax, University of 
Michigan, Ann Arbor, 1953; and Seidman, L. William, 
“Something New in Taxation,” Michigan Business 
Review, Vol. VI, No. 2, University of Michigan, Ann 
Arbor, pp. 23-28. 
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origin. Thus, a tax on value added, applied 
universally to all business activity without 
exception or exemption, would tax the entire 
income of the nation. 

The effect of such a tax would be identical 
with the combined effect of two types of taxes 
common to the tax structures of many states 
and the Federal government. The corporate 
income tax is assessed on all corporate in- 
come, while the personal income tax is im- 
posed on all personal income, whether derived 
from salaries and wages, rentals, interest, or 
as a result of business activity carried on in 
the partnership form. Thus, the pure value 
added tax would be equally inclusive. 

The Business Activities Tax conforms sub- 
stantially with the theoretical ideal. Under the 
terms of the statute, all business activity is 
subject to the tax. Certain activities, such as 
charities and other non-profit activities, are 
exempt from the payment of the tax for 
socially desirable reasons, but they are never- 
theless subject to the tax. 


Multiple Burdens of Taxation 
Are Avoided 


The tax on value added, applied to all 
business activity without exception or exemp- 
tion, would tax once—and only once—the 
income of the nation. In computing the por- 
tion of his receipts which would be subject to 
tax, each businessman would deduct from his 
total receipts all amounts which he had paid 
to other businesses (It is this feature of the 
value added tax theory which has caused 
many to point out that the tax does not 
“pyramid.’’) .? 

In practice, pure theory must at times be 
altered in order that its objectives may be 
attained. Since the Business Activities Tax is 
not the only tax to which businessmen in 
Michigan are subject, certain activities or 


* See, e.g., Gornick, Alan, “The Michigan Business 
Receipts Tax—Its Basis and Economic Theory,” an 
address by the Director of Tax Affairs, Ford Motor 
Company, Detroit, Michigan; and Shoup, Carl S., 
Report on Japanese Taxation by the Shoup Mission, 
Vol. II, Tokyo, Japan: General Headquarters, Su- 
preme Commander for the Allied Powers, September, 
1949, pp. 202-204. 
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types of income which are subject to another 
specific tax assessed by Michigan are exempt 
from this tax. Included in this group are in- 
comes from intangible assets, receipts from 
pari-mutuel betting, insurance businesses, and 
financial businesses. By incorporating these 
exemptions in the statute, the number of mul- 
tiple burdens which do inevitably exist wher- 
ever complicated tax structures are in exis- 
tence is at least minimized. 


Inequalities Inherent In 
Value Added Theory Are Minimized 


Value added by business is essentially the 
difference between the amount received for a 
product and the amounts paid to other busi- 
ness activities for their products.’ Since the 
efforts of an individual in the capacity of an 
employee are not defined as “business activi- 
ties,” value added is also equal to the sum 
of compensation paid to employees and net 
profit. In the Michigan Business Activities 
Tax, value added, or “adjusted receipts,” is 
the sum of employee compensation, deprecia- 
tion and other such non-cash charged to in- 
come, and net profit. 

Since value added by different industries 
varies widely, it is inevitable that the impact 
of a value added tax will vary among indus- 
tries. In the manufacturing industry, for ex- 
ample, adjusted receipts for purposes of the 
Business Activities Tax approximate 40 per 
cent of gross income.® In the wholesale indus- 
try, adjusted receipts average only § per cent 
of gross income, but adjusted receipts for the 
typical retail store will be approximately 18 
per cent of its gross receipts from sales. 
Industries devoted to the rendering of services 

*“Product” is used here in the widest sense to 
include tangible and intangible goods and services of 
all kinds. Implicit in this definition is the assump- 
tion that a product, commodity, or service for which 
compensation is paid makes an equal contribution 


to the value of the product or service into which it 
is transformed. 

*“Compensation” includes all employee compnsa- 
tion, in cash or in kind, for present and past services 
rendered. 

*A detailed analysis of the impact of the Business 
Activities Tax on each type of industry is given in 
Chapter IV of The Michigan Business Receipts Tax, 
a separate publication of the School of Business Ad- 
ministration. 
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er or to the exploitation of a natural resource 
at make a very substantial contribution to the 
i value of their finished product, and “value 
n added” by these industries tends to be rela- 
d tively high in proportion to gross receipts. 
e Thus, a tax levied on value added falls heavily 
- on these types of businesses. In the extractive 
by industries as mining and petroleum, the base 
- of such a tax would conceivably be as high as 
98 per cent of gross receipts, and would aver- 
age about 82 per cent of gross income for all 
extractive industries. Tavle 1 demonstrates 
the extent of inter-industry variations that 
, might exist if the principle of value added 
. taxation were applied to all types of businesses 
without modification. 


presented that inequality of impact is inher- 
ent in the taxation of value added. Just as 
the impact would vary among industries and 
among groups of producers within the indus- 
try classification, so would it vary among 
firms within the larger groups. In order to 
avoid the extremes of variations, which might 
place individual firms or industries at a ser- 
ious competitive disadvantage, the Business 
Activities Tax limits the base of the tax to a 
maximum of 50 per cent of gross receipts. As 
indicated by Table 1, this provision benefits 
primarily the construction and extractive in- 
dustries, service enterprises, farming, and pub- 
lic utilities. Individual firms within other in- 
dustries whose adjusted receipts might exceed 


Tables 2 and 3 indicate the extent to which fifty per cent of gross receipts also benefit 
' the impact of the tax may vary within given from this provision. 
TABLE 1 


THE IMPACT OF THE BUSINESS ACTIVITIES TAX 
ALL INDUSTRY SUMMARY 


Per Cent of Tax Based on: 


Per Cent Adjusted Depreciation, Net 
Industry Receipts to Payrolls Depletion, & Operating 
Classification Gross Receipts Amortization Profit 
7 Manufacturing ............ 39.65% 67.46% 5.50% 27.04% 
Wholesaling .............. 7.94 9.82 4.79 35.39 
Retailing ..............055 18.00 61.67 5.00 33.33 
Service enterprises ......... 51.11* 69.40 4.48 26.12 
55.25* 16.29 27.08 56.63 
82.82* 59.82 23.39 16.78 
Contract construction ..... 71.40* 90.18 1.85 7.97 
Public utilities ............ 61.07* 72.75 9.78 17.47 


industries. In manufacturing, the base of 
the tax ranges from 21.20 per cent of gross 
receipts in the food industries to 55.82 per 
cent in those industries devoted to the manu- 
facture of instruments, photographic and op- 
tical goods, watches and clocks. Adjusted re- 
ceipts of retailers vary from 11.6 per cent of 
gross income for groceries and other members 
of the food group to 27.6 per cent of gross 
income in the case of restaurants, taverns, and 
_ Similar establishments. 

It is apparent from the summary tables 
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* Limited by Business Activities Tax statute to 50.00%. 


The Small Businessman Is Protected 

The American people have long regarded 
as socially desirable the protection and en- 
couragement of the enterprising ‘small’ bus- 
inessman. By exempting from the payment of 
tax the first $10,000 of adjusted receipts, the 
Business Activities Tax merely conforms to 
prevailing philosophies of “the right thing 
to do.” This provision also serves to lighten 
considerably the burden of administration, 
enforcement, and collection without causing 
a serious loss in revenue. 


TABLE 2 
THE IMPACT OF THE BUSINESS ACTIVITIES TAX 
ON THE MANUFACTURING INDUSTRY 
Per cent to Gross Receipts 
Non-deductible items—The Base of the Tax 
Depreciation, Net 
Type of Business Payroll Depletion, & Operating Total Deductions 
Amortization _ Profit 

All manufacturing ........... 26.75% 2.18% 10.72% 39.65% 60.35% 
Food and kindred products .... 14.81 1.21 5.18 21.20 78.80 
Tobacco manufacturers ....... 23.43 42 9.25 33.10 66.90 
Textile mill products ........ ; 24.95 1.59 7.50 34.04 65.96 
Apparel and related products .. 25.03 56 3.09 28.68 71.32 
Lumber and timber basic 

Furniture and fixtures ........ 36.31 1.11 7.63 45.05 54.95 
Paper and allied products ..... 18.67 2.72 14.02 35.41 64.59 
Printing and publishing ...... 38.70 1.51 7.06 47.27 52.73 
Chemicals and allied products 17.93 2.92 15.05 35.90 64.10 
Petroleum and coal products . 14.03 2.34 7.95 24.32 75.68 
Rubber products ............. 12.00 1.93 10.18 24.11 75.89 
Leather and leather products .. 22.98 75 5.15 28.88 71.12 
Stone, clay, and glass products . 27.24 2.91 16.19 46.34 53.66 
Primary non-ferrous metals ... 24.08 2.45 15.27 41.80 58.20 
Primary iron and steel 

38.00 3.25 6.69 47.94 52.06 
Fabricated metal products ..... 32.42 1.57 10.35 44.34 55.66 
Machinery (except electrical) .. 37.68 1.84 11.84 51.36* 48.64 
Electrical machinery .......... 35.52 1.51 12.79 49.82 50.18 
Transportation equipment (ex- 

cept motor vehicles and parts) 42.24 1.26 7.59 51.09* 48.91 
Motor vehicles and parts ..... 23.80 1.59 14.62 40.01 59.99 


Instruments, photographic and 

optical goods; watches and 

39.83 1.89 14.10 55.82* 44.18 
Miscellaneous manufacturing .. 32.16 1.47 8.26 41.89 58.11 


* Limited to 50.00% by the statute. 
Sources: Computed from data in: 
U.S. Census of Manufacturers, 1947. 
Annual Survey of Manufacturers, 1949 and 1950. 
Quarterly Industrial Financial Report Series for all United States Manufacturing Corporations, 
Federal Trade Commission and Securities and Exchange Commission. 
| Survey of American Listed Corporations, Securities and Exchange Commission. 
Annual reports filed with the Michigan Corporation and Securities Commission. 


TABLE 3 
THE IMPACT OF THE BUSINESS ACTIVITIES TAX ON RETAIL TRADE | 
Per Cent to Gross Receipts 
Non-deductible items—The Base of the Tax | 

Depreciation, Net 
Kind of establishment Payroll Depletion, & Operating Total Deduc- | 


‘ 
Amortization _ Profit tions 
All retail establishments ...... 11.1% 9% 6.0% 18.0% 82.0% 
6.9 1.1 3.6 11.6 88.4 
Eating and drinking places .... 19.5 1.4 6.7 27.6 72.4 
General Merchandise groups . 15.5 9 6.7 23.1 76.9 
i Apparel group .............+. 12.2 8 5.6 18.6 81.4 
Furniture, furnishings, appliances 14.0 7 4.0 18.7 81.3 
Automotive groups .......... 9.0 5 6.1 15.6 84.4 
Gasoline service stations ...... 7.0 a 7.5 15.2 84.8 
Lumber, building, hardware ... 12.1 9 6.1 19.1 80.9 
Drug and proprietary stores ... 9.0 9 68 16.7 83.3 
Liquor stores 3.4 8.6 12.7 87.3 
Other retail stores ............ 11.3 1.1 6.5 18.9 81.1 


Sources: U.S. Census of Business: Retail Trade-1948. 
Quarterly Financial Reports: United States Retail and Wholesale Corporations, Federal 
Trade Commission and Securities and Exchange Commission. 
Statistics of Income, U. S. Department of the Treasury. 
Annual reports filed with the Michigan Corporation and Securities Commission. 
Survey of American Listed Corporations, Securities and Exchange Commission. 
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Additional Advantages 


There are many who object to the under- 
lying principle of taxation of net income on 
the grounds that those who do not earn a net 
income do not bear their fair share of the 
costs of government. On the other hand, ob- 
jections to the general gross receipts or sales 
tax often rest on the “ability to pay” argu- 
ment. Because it has a base greater than net 
income but considerably narrower than gross 
receipts, the Business Activities Tax based 
on a modified concept of value added com- 
promises both of the objections mentioned. 


The Tax Is Easy To Administer 


It has been repeatedly asserted that the 
Business Activities Tax is relatively easy to 
administer and that the computation of the 
tax due imposes no great burden on the tax- 
payer. Most of the information necessary to 
compute the tax base is immediately available 
to businesses which adhere to generally ac- 
cepted accounting principles. Similar infor- 
mation must be computed for other taxes, so 
that the majority of taxpayers have found 
that the tax computation requires little added 
accounting data. 

It is true that the problem of determining 
the labor and depreciation components in 
inventory costs, capital assets constructed by 
the taxpayer for his own use, prepayments 
and other deferred charges might have proved 
difficult. In the case of inventories, however, 
the Department of Revenue has solved the 
biggest problem by allowing the taxpayer to 
ignore variations from year to year and to 
treat employee compensation on a cash basis. 
As an alternative, a fixed percentage of inven- 
tory is considered to be payroll cost. 


The Tax Yield Is High 
Original estimates of the tax yield ranged 
from $25,000,000 to $40,000,000, but the 
existence of the interstate transaction made 
an accurate estimate extremely difficult. One 
estimate of the yield of the tax was detaiied 
as follows:*® 


*Firmin, Peter A., op. cit., p. 114. 
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Manufacturing 


$27,976,000 
Wholesaling 2,408,000 
Retailing 3,696,000 
Service enterprises 1,860,000 
Public utilities 890,000 
Contract construction 948,000 
Farming 125,000 
Mining 500,000 

$38,403,000 


All returns for the first full year’s period 
under the tax have not yet been filed, so it is 
not possible to compare estimates with the 
actual tax yield. It is reasonable to assume 
that estimates made on the basis of the level 
of production preva'ling in the spring or sum- 
mer of 1953 should now be revised downward 
in view of the readjustment period which has 
since taken place. Allowing for a 10 to 15 
per cent decline in productive activity, a cor- 
rected estimate of the total yield would be 
between $32,643,000 and $34,563,000 for the 
fiscal year ending June 30, 1954. This ap- 
proximation is substantiated by the record of 
actual receipts to date. During the first six 
months’ period, the Department of Revenue 
collected about $15,000,000, and it was ex- 
pected that between $16,000,000 and $17,- 
000,000 would be collected for the second 
half year.’ No data are available on the tax 
contribution by industry classification. 

It would seem that the relatively high yield 
of the Business Activities Tax and an aware- 
ness of the importance of this revenue to the 
State of Michigan, coupled with an acute 
sense of social responsibility, may have ac- 
counted in part for the fact that the tax has 
not been challenged. To an even greater ex- 
tent than in the case of other factors men- 
tioned which have contributed to the general 
acceptance of the tax, the importance of this 
factor is incapable of objective measurement. 
Nevertheless, it has undoubtedly been present. 


The Tax Rate Is Low 
This one factor, more than any single other 
factor, probably accounts for the lack of 


"Letter from Department of Revenue, State of 
Michigan, February 26, 1954. 


resistance by taxpayers in general. At a rate 
of 4 mills on industry in general and at a 
special rate of 1 mill on public utilities, the 
burden of the tax has not been particularly 
onerous. In most cases, it should not exceed 
2 per cent of net profit. Measured as a per 
cent of net profit, the approximate impact of 
the tax should be as follows:* 


Manufacturing 1.86% 
Wholesaling 1.13 
Retailing 1.17 
Service enterprises 1.50 
Farming 64 
Mining 1.44 
Contract construction 3.51 
Public utilities 47 


While the fact that the tax rate is sufficient- 
ly low so that it has not provoked resistance 
above the primary levels of administration is 
fortunate from the point of view of the state, 
it would not be safe to infer that the Business 
Activities Tax is without fault. Because of 
its broad base, the tax has been a high revenue 
producer in spite of its low rate. This fact 
alone will tend to perpetuate the tax in its 
present form. 

It should be expected, however, that if the 
rate of the tax were ever raised substantially, 
there would be an increased awareness of any 
heretofore undiscovered “loopholes,” inequi- 
ties, and ambiguous provisions in the statute. 
Such an awareness should precipitate any 
necessary modification or revision of the sta- 
tute which are necessary. 


The 1954 Amendments 


In its 1954 session, the Legislature an- 
swered effectively most of the criticism which 
had been leveled at the Business Activities 
Tax when it was originally enacted. It had 
been claimed that the statute was ambiguous 
in many of its provisions, and most of the 
1954 amendments merely rephrased existing 
provisions of the state. The definition of 
“gross receipts” was sharpened considerably, 
and the definition of a public utility was im- 
proved. 


* Firmin, op. cit., p. 102. 
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There had been rather sharp criticism of 
the provisions for apportioning to Michigan 
the adjusted receipts of railroads carrying 
both freight and passenger traffic. The statute 
formerly provided for separate computation 
of the percentage of freight revenue allocable 
to the State of Michigan and the percentage of 
passenger revenue so allocable. For carriers 
transporting both freight and passengers, the 
“average percentage ratio of the freight and 
passenger percentages” was to be used. The 
amended provision provides that the final per- 
centage used shall have been properly weight- 
ed to reflect variances between the composi- 
tion of the carrier’s Michigan business and its 
total business. The terms applicable to com- 
mon carriers, e.g., “ton mile,” “barrel mile,” 
and “passenger mile” have been defined speci- 
fically. The term “unrelated business” as ap- 
plied to exempt organizations of a charitable, 
religious, or non-profit nature has been de- 
fined. 

Many felt that the weakest point in the 
1953 Act was the ambiguity of the statute 
relative to the use of the apportionment for- 
mulas provided for the multi-state business. 
While the position of the Department of Rev- 
enue was clearly stated at all times, the 1954 
amendment did accomplish a much needed 
clarification of the statute. 

The original statute did not make perfectly 
clear the alternative available to the multi- 
state business which chose not to utilize the 
apportionment formulas provided by the 
statute. The revised statute specifically allows 
each taxpayer who conducts business trans- 
actions (other than transportation services) 
partially within and partially without the 
State of Michigan to separately account for 
his adjusted receipts derived from or attribut- 
able to Michigan sources. Only if such ac- 
counting does not properly and fairly indicate 
the adjusted receipts attributable to or derived 
from Michigan is the taxpayer required to 
use the apportionment formula prescribed for 
multistate businesses. No essential change has 
been made, however, in the apportionment 
formulas prescribed by the statute. 
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The annual return is now due 90 days in- 
stead of 30 days after the close of the tax- 
payer’s fiscal year. 

Other revisions change no basic provision of 
the statute, and in many cases merely sanc- 
tion existing administrative interpretation. 

One defect in the statute has not yet been 
remedied, however. In the computation of his 
adjusted receipts, the taxpayer is not allowed 
to deduct depreciation or depletion based on 
cost. It is true that depreciation and other 
similar non-cash expenses do not represent 
amounts paid in that period to other business 
activities. In the interest of logic, equity, and 
consistency, however, these charges should be 
deductible. To disallow them as deductions 
places at a disadvantage the businessman who 
owns his property as opposed to one who rents 
from another. The combined effect of disal- 
lowing depreciation, depletion, and amortiza- 
tion deductions, and of allowing no deduction 
for expenditures for capital assets, is to pyra- 
mid the tax to this limited extent. The sale of 
capital assets gives rise to taxable adjusted 
receipts in the hands of its manufacturer or 
producer. Through depreciation, depletion, or 
amortization charges, these receipts again 
form a component part of adjusted receipts 
of the taxpayer acquiring such assets, since 
he is not allowed to deduct such charges in 
his computation of adjusted receipts. 

Because the tax has at present a very low 
rate, and because depreciation and other simi- 
lar charges do not comprise a significant pro- 
portion of the tax base, no great practical 
damage is done. It is conceivable, however, 
that at a higher rate of taxation, such a pro- 
vision could serve to discourage investment. 

Many have conjectured that this latest 
experiment with value added taxation is being 
watched by other governments—both state 
and federal. The tax has an eminently sound 
theoretical basis, and it has many practical 
advantages, both from the point of view of the 
tax collector and the taxpayer. It is less vola- 
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tile than the net income tax, and would yield 
a revenue which would fluctuate less widely 
than the revenue from a tax on net income. 
Thus the vacillations of the business cycle 
would not jeopardize the treasury’s position 
unduly. On the other hand, the fact that net 
profits do form a not insignificant proportion 
of the tax base under normal profit conditions 
does give to the tax the popular appeal of the 
“ability to pay” argument. 

The fact that the tax is based in part on 
compensation paid to employees may cause 
opposition in times of unemployment, as one 
writer has pointed out.? Undeniably, it has 
the effect of indirectly raising the cost of 
employing labor. Yet, in the long run, employ- 
ment and the wage rate have served as key 
measures of the productivity of this country. 
It is not unappropriate that a tax should be 
measured in part by these factors. In theory, 
the qualitative effect on employment of such 
a tax should not differ greatly from the effect 
on investment of a tax on property employed 
in business activity. 

Many writers have implied that the Busi- 
ness Activities Tax might be copied by other 
taxing jurisdictions. In a sense, whether this 
does or does not happen is not particularly 
important—although most of us would take 
pardonable pride in having initiated something 
which others deemed worth emulating. 

The really important question lies in Michi- 
gan’s own front yard. The Legislature recog- 
nized this fact when it enacted the Business 
Activities Tax as an emergency stop-gap meas- 
ure to resolve a desperate financial crisis and 
to provide time for a thorough and much 
needed revision of the State’s entire tax struc- 
ture. The emergency measure, passed in haste 
though it was, was nevertheless a well planned 
and eminently sound measure. In it may well 
lie the key to a permanent solution to the 
problems which its enactment temporarily 
avoided. 


® Seidman, op. cit., p. 28. 


The AEC’s contract system; and how it works 
in studies and development of peace-time 
uses of atomic energy. 


Government-Industry 
Partnership in Atomic Energy 


NE of the key issues now before the 

Congress, in its consideration of proposed 
amendments to the Atomic Energy Act of 
1946, is the admission of private enterprise 
into more direct participation in developing 
the peacetime uses of atomic energy, with par- 
ticular emphasis on the development of nuclear 
power. In the light of these discussions of 
changes in the statute, it is particularly appro- 
priate to take stock of where we now stand in 
the relationship between government and in- 
dustry in this field. 

In seven years of experience with control of 
atomic energy by a civilian Commission a 
unique evolving “partnership” has developed 
between government and industry. The pur- 
pose of this article is to describe the principal 
characteristics of this partnership. 

In the vast atomic energy industry there 
have never been more than about 6500 em- 
ployees directly on the Federal payroll. Pri- 
vate employment, on the other hand, has 
reached as high as 150,000 in the atomic 
energy business and is still over 140,000. 
Through the contract system a team of in- 
dustrial and educational giants has been 
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welded into a complex of enterprises which 
gives full opportunity for the exploitation of 
management skills and technical know-how. 
No other agency of government has such a 
large proportion of its responsibilities carried 
out by privately-managed companies, utilizing 
their own employees and their own methods. 

Industry and government have been brought 
together primarily through the use of the 
“cost-plus-fixed-fee” contract, in which the 
government owns the facilities and material in 
use. Industry is reimbursed at cost for its 
services, plus a predetermined fixed fee. Fees 
may range from a nominal one dollar, as in 
the General Electric and du Pont contracts, 
into the several millions as in some of the 
major construction contracts. 


AEC Contractors Include 
Leading Firms 


The roster of major AEC operating and re- 
search and development contractors reads 
somewhat like the listings on the New York 
Stock Exchange. The General Electric Com- 
pany operates the giant plant at Hanford, 
Washington for the manufacture of plutonium, 
and the Knolls Atomic Power Laboratory in 
Schenectady, N.Y., which is primarily engaged 
in research and development in the nuclear 
reactors field. The du Pont Company has 
built and will operate the production complex 
at Savannah River. Union Carbide and Carbon 
operates the Oak Ridge and Paducah enter- 
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prises. Others include Westinghouse, Dow 
Chemical, National Lead, Mallinckrodt Chem- 
ical, Monsanto Chemical, Bendix, Western 
Electric, Goodyear, Standard Oil of Cali- 
fornia, and Phillips Petroleum. 

In an important sense the “partnership”’ be- 
tween government and industry in the atomic 
energy program is real and not illusory. A 
major prime contractor is much more than 
simply an agent carrying out the Commission’s 
directions and plans. For example, the Los 
Alamos Scientific Laboratory is fully respon- 
sible for conceiving, designing and testing new 
weapons models. Reactor concepts and de- 
velopment spring not from the AEC staff but 
from the staff of the Argonne and Oak Ridge 
National Laboratories and other contractor 
groups. In the field of production techniques 
and process development the Commission 
looks to du Pont, General Electric, Carbide, 
and other production contractors. Thus the 
major contractors play an important and 
fundamental role in the conception and shap- 
ing of programs as well as in their execution. 

Of course the degree of partnership depends 
in some measure on the extent of detailed 
supervision by the AEC. The more control 
that the government exerts, however justified, 
the more its contractors approach the role of 
hired hands. Thus far the major contractors 
have certainly retained a high and necessary 
degree of initiative and a very positive role in 
program planning and execution. 


Why the Contract System? 


The development of this concept of team- 
work has a number of roots. Historically, the 
Manhattan Engineer District had operated the 
atomic energy program principally through 
contracts with large industrial and academic 
organizations. David Lilienthal, the first Com- 
mission Chairman, was a vigorous advocate of 
continuing and expanding the contract method 
as a means, among other things, of decentral- 
izing program responsibility and minimizing 
the role and size of the AEC. Finally, there is 
great logic in the arrangement in the empir- 
ical terms of program accomplishment. The 


SEPTEMBER, 1954 


contract method utilizes going organizations 
with appropriate experience and know-how. It 
provides both flexibility and speed. Direct 
operations by the Government would involve 
the long and difficult procedure of assembling 
the necessary talents in all their enormous di- 
versity, and of organizing them into working 
teams. Perhaps more important, Government 
pay scales are not adequate to attract in suf- 
ficient quantities the high-demand engineering 
and scientific talent that the program requires 
for success. 

For all these reasons, the contract system 
has become the AEC modus operandi. It is 
first of all expedient. It is also relatively de- 
centralized and flexible, and it provides the 
minimum of interference or reorientation in 
the national economy. 

While the contract system has been criti- 
cized for its tendency to concentrate atomic 
energy know-how in the hands of a few in- 
dustrial giants, these adverse effects can be 
substantially limited by administrative action 
in the public interest. Ultimate AEC control 
over critical patents is one hedge against 
monopoly. Another is the progressive effort to 
broaden the number and variety of firms with 
“inside” information, exemplified by the many 
now engaged in nuclear power studies. It is of 
course important that the Commission remain 
conscious of the problem, and gear its adminis- 
trative decisions to fulfill its obligations. Ex- 
cessive concentration of economic power in 
this field, to an extent seriously inimical to 
the national interest, can probably then be 
avoided. The spectacular achievement of the 
contractor system would appear to justify 
whatever tendency to concentration has thus 
far been inescapable. 


Studies of the Prospects for 
Nuclear Power 


Apart from the familiar cost-reimbursement 
contractor relationship, in which the AEC is 
seeking the accomplishment of specific work, a 
new form of partnership is beginning to grow 
in the field of civilian nuclear power. This re- 
lationship had its beginnings in 1951, when 
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the Commission entered into study agreements 
with four industrial teams who were interested 
in examining closely the future prospects for 
commercial atomic power. 

The study teams, composed in the main of 
utilities and chemical companies,’ initially 
undertook paper studies analyzing the prob- 
able economics of various promising reactor 
systems. The conclusions of this first phase 
were essentially that current technology does 
not provide solutions to the economic prob- 
lems involved in competitive electric genera- 
tion from nuclear reactors, but that further 
work should result in establishing competitive 
power systems.’ 

The companies involved in these studies of 
engineering and economic feasibility assumed 
all costs which they incurred. The participat- 
ing personnel were security cleared and were 
given free access to the pertinent information, 
in the files and laboratories of AEC and its 
contractors. Full cooperation was given to 
them. It is estimated that the combined costs 
to the eight companies, by the completion of 
their reports in the summer of 1952, totaled 
approximately a million dollars. The com- 
panies were invited to recommend industry’s 
role in reactor development. 

Since 1952 a large number of additional 
companies have indicated an interest in under- 
taking studies of the prospects for nuclear 
power. The study group idea has expanded 
until now there are thirteen such groups work- 
ing under contract agreements with AEC. 
These include the original teams plus a diversi- 
fied industrial assortment representing major 
AEC contractors such as General Electric and 
Westinghouse, manufacturing and equipment 
firms such as Babcock and Wilcox and Amer- 
ican Machine and Foundry, the Newport 
News Shipbuilding and Drydock, and the 


1 The four teams were constituted by the Common- 
wealth Edison Company and the Public Service 
Company of Northern Illinois; the Dow Chemical 
Company and the Detroit Edison Company; Mon- 
santo Chemical Company and Union Electric Com- 
pany; and the Pacific Gas and Electric Company 
and the Bechtel Corporation. 

2 Reports to the USAEC on Nuclear Power Reactor 
Technology. USAEC, May 1953. 


Tennessee Valley Authority, the latter of 
course being a government agency in the power 
business. 


The Engineering Phase 

Apart from the expansion in the number of 
study teams, some of the original teams have 
taken on additional members. The association 
of the Dow Chemical Company with the De- 
troit Edison Company, has now added 24 asso- 
ciated companies (18 utilities, 1 chemical, 4 
manufacturing industries, and 3 engineering 
and construction) and has entered the second 
logical phase in the cooperative effort. 

This is the engineering phase, in which ac- 
tual development effort is begun. It involves 
further design work and the development and 
testing of actual components, but short of the 
building of a complete reactor. The associated 
firms expect to spend about $2,300,000 of 
their own money in this phase. If the first 
phase was an invitation to enter the tent and 
look around, this phase is intended to trans- 
late the preliminary appraisals into concrete 
effort. 

As in the first phase, the necessary person- 
nel will be cleared and will have access to the 
data developed thus far at government ex- 
pense. It is further anticipated that some of 
the necessary work will have to be undertaken 
in government laboratories, because of the 
absence of suitable facilities elsewhere, on a 
basis of cost reimbursement to the government. 
This assumes that the AEC can take on this 
work without displacing other work of higher 
priority. Similarly, employees of the AEC and 
its contractors will be available for consulta- 
tion. The private effort will depend to some 
extent, moreover, on the continuing relevant 
development work going on in the laboratories 
at government expense. 

It is estimated that a total of $5 million in 
private funds will be spent in 1954 on nuclear 
studies—a clear indication of increasing in- 
dustrial interest. 


Plants for Producing Power 


Another form of industry-government co- 
operative effort is to be represented by the 
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operation of the Pressurized Water Reactor, 
the first large scale reactor in this country 
built exclusively to produce useful power. 
Having submitted the proposal most favorable 
to the government, the Duquesne Light Com- 
pany of Pittsburgh was chosen to construct 
and own the power generation and distribution 
facilities associated with the reactor, and to 
operate the reactor itself. (Westinghouse will 
build the reactor proper, under prime contract 
with AEC.) Duquesne will furnish a site and 
will pay for all costs of operating and main- 
taining the reactor, exclusive of materials and 
supplies and the costs of any experiments or 
studies desired by the Government in connec- 
tion with the reactor. The company will also 
furnish $5 million of the cost of research, de- 
velopment, and construction of the reactor 
portion of the plant, and will pay the Govern- 
ment for steam at a scheduled rate per million 
Btu’s of heat energy. The power produced will 
be sold to consumers in conventional ways at 
the prevailing rates in the Duquesne system. 
From the company’s point of view, the ar- 
rangement appears similar to the conventional 
construction and operation of a steam plant 
for power generation with the principal differ- 
ence that the company will not construct and 
own the source of heat nor pay for fuel, but 
instead will reimburse the owner (the Govern- 
ment) for steam actually produced. The rate 
of reimbursement for steam will be 48.3 cents 
per million Btu’s of steam used in the turbines 
for the first year; the rate increasing annually 
until it reaches 60.3 cents in the fifth year. 


Meanwhile the Atomic Energy Commission 
has announced that it is undertaking a cost- 
sharing project with North American Aviation 
to construct an experimental sodium-graphite 
reactor. Unlike the Pressurized Water Reactor, 
this new experiment will be on a small scale 
and will not actually produce electric energy. 
It is a part, however, of the same five-year, 
five-reactor program proposed by the AEC to 
further the development of economic nuclear 
power. 

It is estimated that this new model reactor 
will cost about $10 million, of which North 
American Aviation will assume up to $2.5 
million, in addition to providing the reactor 
site. The company will operate the reactor 
experimentally, but title to the equipment will 
remain with the Government. In these aspects 
of the financial arrangement, the project re- 
sembles the Duquesne-Westinghouse PWR 
venture. 

Thus there is emerging a trend in which 
the government and private industry both put 
up substantial capital in joint ventures toward 
common goals. This is a more direct form of 
partnership than the well-tested contractor 
system now familiar in AEC operations, but 
appears to be a natural outgrowth of that 
system. How widespread this technique will 
become is not yet clear, but it may prove to be 
a useful avenue toward the achievement of 
economical peacetime atomic power and, more 
broadly, toward the effective integration of 
atomic energy into the traditional private 
economy. 


MARK TWAIN ON ADVERTISING 


A “letter to the editor” reached Mark Twain during his editing days, asking if the 
spider which the reader had found in his newspaper was a sign of good luck or bad. 

Twain replied in print: “Finding a spider in your paper was neither good or bad 
luck for you. The spider was merely looking over our paper to see which merchant is not 
advertising, so that he can go to that store, spin his web across the door, and live a life 


of undisturbed peace ever afterward.” 


—Bulletin of the Southern Newspaper Publishers Assn. 
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Key factors in employee morale, and suggestions for achieving 
the vital cooperation between employees and management 


People and Morale: A Key 
to Successful Competition 


ODAY’S competitive conditions require in- 

creased emphasis on lowering production 
and distribution costs, bettering the quality of 
products, and improving sales efforts and 
sales service. In my opinion, the extent to 
which any business may be successful in 
accomplishing these aims is largely dependent 
on the degree of willing cooperation between 
employees and management. This paper deals 
with some of the ways of achieving that will- 
ing cooperation. 

The signs are becoming increasingly clear 
that competition is and will continue to be 
more intense than any time since the start 
of World War II. These increasingly com- 
petitive attitudes are now showing up in the 
acts and statements of intentions of business 
men: 

1. To improve competitive strength through 
lowering production costs and bettering the 
quality of products, capital outlays by busi- 
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ness in 1954 are expected to be down only 
slightly from 1953’s high rates. 

2. A survey by the National Industrial 
Conference Board of 113 manufacturers 
showed that 35 per cent expected 1954 adver- 
tising expenses to be greater than in 1953, 
All but two of the remaining firms expected 
to spend about the same amount for advertis- 
ing in 1954 as they did in 1953. 

3. A further indication of the increased 
competition expected in 1954 was revealed by 
this same N.I.C.B. survey. A third of the 
reporting companies said they would intensify 
their sales efforts by putting more salesmen 
in the field. In addition, almost all cooperating 
firms said they planned to intensify their 
efforts to recruit competent salesmen and to 
train existing salesmen on how to do a better 
job. 

To succeed in today’s and tomorrow’s com- 
petitive struggle, all of the tools in the kit of 
competition will be used. These tools will be 
used with outstanding success by some. In 
each instance, the responsibility for good re- 
sults, or lack of them, will be that of people 
—the managers and other employees of the 
competing firms. 


Morale and Its Significance 


Of two businesses that are equal in nearly 
all respects, the one that will be the more 
successful will be the one with the higher 
employee and organization morale. This is so 
because, in business— 
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High morale generates thinking and plan- 
ning ; 

High morale stimulates initiative and ag- 
gressiveness ; 

High morale thrives only in an atmosphere 
of efficiency; 

High morale creates the urge and the means 
for success; 

High morale pays off— 

—in earnings and job satisfaction to 
employees; 

—in profits, dividends, and investment 
growth to business owners. 

Morale of a group is a sharing of goals in 
common, the enthusiastic planning of effec- 
tive means of achieving those goals, and the 
aggressive and efficient team action that 
makes goals become realities. 

Recent generations of business managers 
have known, at least passively, of the need 
for and the benefits of high employee and 
organization morale. Many have been the 
trial and error starts attempting to create 
conditions of high morale. Still, up to the 
present time, there has been far too little 
serious and practical study of organization 
morale, what it is, and how it is generated and 
maintained. 


What Do We Know About 
Generating Morale? 


The pioneer Western Electric studies of 
Professors Mayo and Rothlisberger are only 
30 years old and less. Further studies have 
been made and are being made by some busi- 
ness managers, employee relations specialists, 
industrial psychologists, economists, schools of 
business, and others. Many things have been 
learned that business managers are still fail- 
ing to apply effectively. The fact remains 
that we are yet in the early stages of know- 
ledge—and still earlier stages of application 
—in the fields of individual employee and 
organization morale. 

A statistician friend of mine once described 
one of his educated guesses as a preliminary 
approach to the beginning of an approxima- 
tion of an estimate. I believe I’m not being 
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unduly severe in saying that our state of 
knowledge regarding practical applications of 
morale-building measures is not much further 
along than was my friend’s estimate. 

This does not excuse us who are business 
managers from using the knowledge we do 
have, the results of our experience, and our 
best educated judgments to the limits of our 
abilities. For, when the results of knowledge, 
experience, and judgment are pooled, there are 
seen to exist some significant areas of agree- 
ment upon which we can place dependence 
until more is known. These may be classified 
into two major categories of morale-building 
measures which, though they may be found 
to constitute an incomplete action program, 
can nevertheless contribute much to morale 
improvement. They are: 

1. Measures largely related to very human, 
personal, and largely emotional reactions— 

a. Providing prestige and recognition of 
the individual ; 

b. Promoting understanding of what is 
going on; 

c. Permitting employee participation in 
decisions affecting them; 

d. Developing pride in the company. 

2. Measures related mainly to job and work 
reactions— 

a. Providing pleasant job surroundings; 

b. Organizing a smooth, efficient flow of 
work; 

c. Permitting employees freedom to ex- 
ercise reasonable initiative; 

d. Providing opportunity for employees 
to progress in their work; 

e. Insuring security against unexplained 
and arbitrary actions; 

f. Developing respect for and confidence 
in management. 


The Employee’s Point of View 


I should like to interject a thought here 
which I feel warrants special mention. These 
stated measures are likely to mean different 
things to different people, depending on their 
viewpoint. Until we analyze these morale- 
building measures from the point of view of 
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the employee and not from what we think is 
the employee’s point of view, we may fail by 
a wide margin to obtain full benefits. More- 
over, there must be a genuine belief on the 
part of all levels of management in the es- 
sential human dignity of each employee. This 
feeling must exist at the very top and be the 
creed and practice of all levels of management 
down to the non-supervisory employee. 

Those who have given the most study and 
thought to morale building generally agree 
that wherever high morale is found to exist 
in a business organization, most or all of the 
measures which I have named are found in 
greater or lesser degree. 

It is significant, I think, that the list con- 
tains no mention of the level of pay, the 
presence or absence of pension, hospitaliza- 
tion and surgical, sickness and accident, or 
life insurance programs; nor of vacation plans, 
paid holidays, night shift bonuses, seniority or 
grievance provisions; nor of many other pay 
and conditions of work measures that seem 
to dominate in union negotiations and indi- 
vidual vocal complaints. 

This is not to imply that such things are 
unimportant—they are; but, alone, they fall 
far short of providing the personal, human 
satisfactions that must be the real substance 
of an aggressive, positive and successful mor- 
ale building program. Many companies in any 
given line can be equal with respect to wages, 
hours of work, and working conditions, yet 
one or two will lead the pack on results. The 
difference will most often be found to lie in 
the area of employee and management morale. 


Longing for Personal Prestige 
and Recognition 

Every employee—being human—longs for 
a measure of personal prestige and recogni- 
tion, either for the quality or quantity of his 
work, or for some special attribute he may 
possess. While each manager would like a full 
complement of employees who can be given 
recognition for their work, there are many 
other areas where such recognition can also 
be developed. Does the employee have a good 
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attendance record? Is he punctual in getting 
on the job and starting his days’ work? Has 
he a good safety record? Is he friendly to 
fellow employees? Has he made a good sug- 
gestion? If so, brag on him right to his face 
where he can hear and get satisfaction. 

Most of us have lived through at least two 
widely publicized college boy crazes—the 
gold-fish eating rage of the 1930’s and the 
dormitory pantie raids of the 1950’s. Has it 
occurred to us that a vague desire for personal 
prestige and recognition must have motivated 
many of the perpetrators of these daring 
deeds? 

Many of these modern day adventurers are 
now somebody’s employees and they still have 
the same desire to be noticed and recognized. 
They want to be respected by their fellow 
employees, neighbors, and community asso- 
ciates; but most of all they want the recog- 
nition of their supervisor. This places a pow- 
erful tool for constructive employee develop- 
ment in the hands of every supervisor—and 
imposes the heavy responsibility of seeing to 
it that every employee worth saving is given 
full and frequent recognition for his good 
qualities, his good work, and any special note- 
worthy attributes he may possess. Each super- 
visor is his own builder, or his own destroyer, 
of the prestige and recognition needs of his 
employee group. 


Need for Employee Understanding 


Promoting understanding of the main cur- 
rents flowing within the organization, by 
means of reasonable explanations of the 
“whats,” and some knowledge of the “whys,” 
is another “must” of a good morale building 
program. Though some organization matters 
have to remain confidential, many—in the 
employee group—upsetting events do not. 

An often-sung refrain in the employee re- 
pertoire is “Why in the world doesn’t the 
Company do this?” One variation on the 
theme is “Why in the world did the Company 
do that?” Another is “Why in the world did 
the Company do what it did do in the way 
that it did?” 
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Many, many times such questions can be 
answered without the least violation of com- 
pany security. In most instances, there are 
simple answers to be given that are easily 
understood and readily accepted. To whom 
should each employee look for this under- 
standing he desires and needs, if he is the 
kind of employee the company wants to re- 
tain? To his immediate supervisor, that’s who! 

Plainly, the satisfaction of this employee 
desire and need involves the whole system of 
company communication—and its effective- 
ness. It is clearly a responsibility of upper 
management to make available to all manage- 
ment levels the information and understand- 
ing they have if they are satisfactorily to ful- 
fill their employees’ needs. But, with this 
done, it is only the supervisor of each em- 
ployee group who can get the job done prop- 
erly with those reporting to him. The chain 
of intra-company communication can have no 
weak links. 


Employee Participation in Decisions 

Permitting and encouraging some employee 
participation in decisions affecting them is 
an essential step in the stairway toward high 
company morale. It is clear that, in any 
organization, there must be a seat of author- 
ity. As organizations grow in size, authority 
must usually be decentralized for effective 
functioning, with each manager knowing the 
extent and limits of his responsibility and his 
authority. 

Employee participation in decisions affect- 
ing them does not mean, and cannot mean, 
the sharing with employees of management 
responsibility and control. Rather it means 
—before decisions vitally affecting employees 
are reached—a conscious organization process 
of explaining problems to employees, seeking 
their opinions, and weighing their suggestions 
and views. 

It also involves, when decisions are taken, 
a responsibility to explain the nature of the 
decision and to impart a reasonable under- 
Standing of the whys. This is two-way com- 
munication at its best; and it can be effec- 
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tively carried out, with any group of em- 
ployees, only by that mainstay, the depart- 
mental supervisor or foreman. 


Pride in the Company 

We have all talked lately with those who 
are proud of the company for which they 
work. And we all can recall talking with 
someone who feels no such pride. By com- 
paring these two groups, we have convincing 
evidence of what pride of company can do to 
elevate or depress the spirit and outlook of 
people. In West Berlin last spring, I asked 
a chauffer who was making 60 marks a week 
why he did not move to Western Germany 
where he could well make 75 to 80 marks a 
week. His reply was direct and to the point: 
“Sir, I am a Berliner.” Pride of city meant 
more to him than a higher standard of living. 

Students of human nature will say, I be- 
lieve, that it is a natural human desire to 
want to be a part of a good organization. This 
certainly is one basis for successful team com- 
petition on the athletic field. Membership in 
a good organization brings with it the feeling 
that the individual has to be good in order 
to be a part of such a team. It is pleasantly 
stimulating to our ego and we all like the 
satisfying feeling that goes with it. 

And so it is with the company for which 
the employee works. If it has products of 
quality, if its research accomplishments are 
outstanding, if its earnings are growing, if its 
public and community relations are approved, 
the employee will have pride in being a part 
of such an organization and will feel proud of 
himself for having earned a continuing asso- 
ciation with a company of this caliber. 

Such pride must obviously be based on the 
reality of the company’s reputation. It must 
have grown from the whole complex of com- 
pany performance in the past and now. But, 
given the conditions that make such company 
pride possible, who is the man who can make 
it really effective in playing its part in the 
development of high organization morale. 
Again, for each and every group of employees, 
the answer is—the supervisor. 
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Importance of Work Surroundings 

Pleasant work surroundings, both in terms 
of physical facilities, and in terms of job rela- 
tions between people, play an important part 
in the provision of conditions that go with 
good organization morale. 

People do react to their surroundings in 
either a positive or a negative manner. What 
is your reaction to poor lighting that creates 
eyestrain, to the desk drawer that won’t open 
or close, to the office chair that snags trousers 
or nylons, to unpleasant office colors, or to 
plain dirt or dust on office fixtures and equip- 
ment? How would you react to sitting all 
day crowded up against adjoining desks, to 
pay differences for the same quantity and 
quality of work, to unequal word loads, to 
poorly ventilated quarters, and so on? 

While the provision of good working condi- 
tions is only one of the measures tending 
toward good morale, the irritations arising 
from poor working conditions can do much 
to undermine the effectiveness of an other- 
wise good morale environment. Company pol- 
icy is always an important factor affecting 
the quality of work surroundings, but regard- 
less of the nature of company policy, it is the 
supervisor of each group of employees who 
must ultimately take the responsibility for 
the relative level of work surroundings for the 
employees within his jurisdiction. 

A smooth, efficient flow of work from em- 
ployee to employee and from department to 
department is an essential for good employee 
and organization morale, just as it is an essen- 
tial for good and prompt performance of 
departmental duties. Streamlined business sys- 
tems are involved here, as are equal and fair 
employee job loads, proper scheduling of 
work ,and expediting its flow through depart- 
mental channels. Good inter-departmental re- 
lations are a necessity to successful accom- 
plishment in this area. Who can see to getting 
these things done? Again, it is the supervisor, 
or supervisors, concerned! 

Employees attach great importance to hav- 
ing reasonable freedom to exercise initiative 
in the performances of their job responsibili- 
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ties. This does not mean freedom to disregard 
necessary procedures or routines, to ignore 
job methods that have been determined to be 
bests, or generally to ball up the works, 
Rather, it means freedom to think up, develop, 
and suggest better and quicker methods and 
routines, freedom to have them considered 
objectively and realistically, and, if they are 
better, to have them adopted or to receive 
good explanations of why not. It also means 
freedom from the irritating, breathing-down 
the neck, initiative-stifling brand of supervi- 
sion, freedom to be trusted in the doing of 
jobs to the fullest extent that experience and 
past performance justify. 

The full potential of each employee can be 
realized, and his job morale lifted in an at- 
mosphere of freedom of initiative. Whether 
initiative thrives, or lies dormant, depends 
again, in any employee group, on that key 
figure, the supervisor. 

Related to the need for freedom of initia- 
tive is the element of employee opportunity— 
opportunity to use their full abilities, to ad- 
vance in responsibility and pay wherever pos- 
sible on their present jobs, and to have an 
equal, impartial chance with others for higher 
jobs that open up. 

The presence of such opportunity doesn’t 
mean that every employee will use his full 
abilities, or will advance on his present job, or 
will be promoted. It does mean that the his- 
tory of employee encouragement and progress 
within the department, division, or company 
has been such that employees readily recog- 
nize the continued presence of opportunity 
for those who have the ability and the will 
to advance. Such a history can be built, with 
reference to any employee group, only through 
the continued assurances and the continued 
constructive action of the one person who can 
make such an objective become a reality— 
that is the supervisor or foreman. 


The Impact of Arbitrary Changes 


Employee and organization morale are also 
affected by the existence or absence of a feel- 
ing of security against sudden and seemingly 
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arbitrary changes in their work situations or 
in their positions within the organization. This 
requires pre-planning, pre-discussion, and ad- 
vance warning—always with reasons why— 
when actions must be taken. 

It is a different kind of security from that 
usually meant by the term “job security.” 
Demotions, lay-offs, and discharges are neces- 
sary at times, and will be understood and ac- 
cepted by the employee group—and without 
injury to their feeling of security—if they are 
properly handled. But what reaction would 
you expect from employee John Doe if he is 
taken from his regular job and placed on 
another without warning or explanation? Or 
from Janie Roe who has been the victim of 
a sudden, unexpected (to her) change in work 
schedules? Or from John Jones who has re- 
ported for work only to find his machine 
removed overnight, without foreknowledge on 
his part? 

Such thoughtless actions are most liable to 
generate thoughtless reactions, and lead to 
low morale and consequences that are demor- 
alizing. While much of industry is achieving 
good results in providing what is ordinarily 
termed job security, it is more likely than not 
doing poorly in providing the security of mind 
that is the essence of this phase of industry’s 
morale problem. Upper management may de- 
sire it, and company policy may encourage it, 
but such personal security of mind can be 
developed and made real, with any group of 
employees, only as their supervisors work to 
make it so. 


Attitudes Toward Management 


Finally, good organization and employee 
morale develops and thrives only when there 
is respect for and confidence in management 
at all levels. Such respect and confidence must 
be earned by supervisors as individual human 
beings, and must grow from their fairness and 
consistency, from their demonstrated interest 
in employee progress, and from their constant 
willingness to listen to and understand em- 
ployee problems. 

Proper management convictions and atten- 
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tion to the measures promoting high morale, 
as outlined herein, will go far toward creating 
the conditions of respect and confidence that 
are essential. Repeated action along these 
lines, knowledge of which is passed on at 
lightning speed by the organization grapevine, 
will be almost certain to generate the desired 
employee attitudes toward management. 

Management, to any group of employees, 
is most generally known in terms of the im- 
mediate supervisor. He is their main manage- 
ment contact, their principal guarantor of 
management interest and action, the one to 
whom they must go with problems and com- 
plaints, the one who must act for them with 
higher management levels when the situation 
so requires, and the one in management from 
whom they must acquire the intangible, emo- 
tional values that make them feel like import- 
ant individual human beings, instead of like 
cogs in a machine. Each supervisor is, for his 
people, the one person most responsible for 
their attitudes toward the management group 
as a whole. 


The Key Role of the Individual Boss 


It has been stressed again and again, as we 
discussed the elements most commonly found 
to exist in high morale organizations, that the 
central compelling and controlling relationship 
is that of the individual employee to his indi- 
vidual boss. Though company policies and 
authorized practices may be poor, the right 
kind of supervisor can still develop reasonably 
good morale among his employee group. Con- 
versely, the best of company policies and 
authorized practices will be of little benefit 
to the morale and effectiveness of an employee 
group with a “don’t-know” or “don’t care” 
type of supervisor. The boss’s responsibilities 
in this morale area are great, but his oppor- 
tunities also are great, and the potential effec- 
tiveness and satisfactions are enormous. 

At this point, it should be said that while 
bosses are bosses, they also are employees who 
are entitled to have the same opportunities, 
attention, and encouragement as other em- 
ployees. Good supervisor morale is a fixed 
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prerequisite of good employee morale. So each 
supervisor along the entire management line 
from president down must assume the morale 
responsibilities for those next lower level sup- 
ervisors to whom he is the boss. 

When a supervisor at any level has had the 
training, the opportunity and the encourage- 
ment to perform well, however, and has failed 
to do so, the time has come for a change. As 
men are known by the company they keep, so 
a company is known by the men it keeps— 
and those it drops. 


Problems of The Boss 


Being a boss has many compensations, but 
it is nevertheless a hard job and often a lonely 
job. The landscape looks different from one 
level up than from the next level down. As 
bosses are promoted to successively higher 
levels, it becomes more difficult to know and 
understand the realities of lower level em- 
ployee attitudes and feelings. Because of this, 
and because lower-level employees are hesi- 
tant to express their views, to criticize, and 
to suggest, it is incumbent on the supervisor 
to be conscious of his lack of full information, 
to cultivate a constructive listening habit, 
and to develop an almost super-sensitivity to 
- the feelings of others. Only by this means can 
he hope to nurture and develop the human 
touch that he must have if he is to become the 
better supervisor he desires to be. 

High morale is a main requisite of success 
for a company and for its employee group, 
from sweeper to president. 


The larger the company, the more difficult 
and the more challenging is the morale-build. 
ing task. 

In large companies or small, high morale 
can only be built block by block, day by day, 
year by year, and by actions much more than 
by words. 

The existence of high morale depends much 
more on human, emotional values than on 


physical or economic means, though the im- — 


portance of these cannot be ignored. 
The morale officer for each group of em- 


ployees is the management man to whom such | 


employees report. Almost regardless of com- 
pany policies and procedures, he is the maker 
or the breaker of the morale of his employee 
group. 

At regular intervals, every supervisor should 
inventory himself to evaluate his progress in 
the morale building area—the human qualities 
of his leadership—because it is only through 
his people that they, he, himself, his bosses, 
the company, and its owners can be most effec- 


tive and best rewarded in values both human | 


and economic. 
So, when the score is tallied for competitive 
1954, as was the case in 1953, and as it will 


be in 1955, the successful competitors will | 


count among their numbers a great proportion 
of those who have built and maintained a 
high order of individual employee morale and 
organization team play. Morale, while not 
the only key to successful competition, will 
have once again affirmed its position as one of 
the most important ones. 


MORE BUYING POWER FOR U. S. WORKERS 


Buying power of hourly earnings of U. S. workers may be expected to rise in the next 
decade or two at an average rate of 2.5 to 3 per cent a year if economic and other 
conditions remain favorable, according to a Twentieth Century Fund report. 
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OMEWHAT more than a year ago the What the Average Family Buys 

Id Bureau of Labor Statistics (BLS) revised The discovery of typical expenditures for 

in its well-known index of consumer prices. After city consumers is fundamental for the con- 

es an interlude of uncertainty, wage escalator struction of the price index. Since expenditure 

gh formulas were adapted to the revised index patterns change, periodic revisions of the in- 

~s, and the problems of measuring price changes dex are required, and the most recent survey 

c- longer claimed headlines. was thus a normal development rather than 

an The struggle for a satisfactory revision has the result of political pressures. The last prev- 


been a long one. Its beginning dates back to 
perhaps January 1944 when labor leaders 


ious study was made in the years 1934-36, 


ve and before that in 1917-19—the first compre- 
ill Meany and Thomas challenged the accuracy hensive investigation of its kind in the United 
il of the Consumer Price Index (CPI). The States. 

m climax may be placed in May 1951 when Every revision calls for new soul-searching 
a interested parties were called to testify at the on questions of definition and policy: What is 
d House of Representatives hearings on the a typical family? How do taxes fit into the 
ot index revision. In the intervening years many scheme of prices? What specific items should 
ll steps were taken to improve the CPI, includ- be included? How can the index be kept 
of ing attempts to reflect the disappearance of realistic? The answers are particularly im- 


certain products during World War II and 
to make allowance for the lack of price con- 
trols on new rental housing. However, during 
1950 and 1951 a nation-wide survey of about 
8,000 families was made in order to obtain 
completely new information on the kind, 
amounts, and quality of goods and services 
that families buy. 


About the author— 


A previous contributor to the Review, Dr. Yehle 
is Associate Professor of Statistics in this School. He 
holds the following degrees: A.B., Kalamazoo College; 
M‘S., Massachusetts Institute of Technology; M.B.A. 
and Ph.D., University of Michigan. He is a consultant 
on industrial quality control and laboratory research 
statistical methods. 
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portant to the index number user, but are 
also of interest to those who, understandably, 
are skeptical of the wizardry of index 
numbers. 

It should be realized at the outset that the 
actual definitions and procedures in use are 
not the best ones in some strict mathematical 
sense. Instead, they are workable compromises 
that are repeatedly challenged by labor and 
management as well as by professional theor- 
ists. The first real decision centers around the 
invention of some “standard family” which 
one writer has said is “composed of one under- 
paid male, one overworked female, and 2.2 
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underfed children.”* This family has custom- 
arily been a city dweller of the wage earner- 
clerical worker class. The decision to exclude 
farmers and professional people is an arbi- 
trary, but nonetheless sensible one, in view of 
the widespread use of the Consumer Price 
Index for wage adjustment purposes. 

The present “index” family averages about 
3.3 persons, and had an estimated 1952 in- 
come of $4,160 after taxes. It represents fam- 
ilies living in urban places with populations 
of 2,500 and over, and contrasts with the old 
index which was restricted to cities over 
50,000 in population. 

In the 1950 survey, the kinds, qualities, 
and amounts of things which this average 
family purchased were determined, and it is 
the price changes of these things that the 
index tries to measure. Thus beer and tele- 
vision sets quite properly become part of the 
market basket, not because they are neces- 
sarily essential to some minimum standard of 
living, but because they are actually bought 
by the average family. 


Pricing Problems 


With the list of goods and services estab- 
lished, the next problem is to select items for 
pricing. Naturally the thousands upon thou- 
sands of articles and services which people 
buy cannot be priced monthly. The <ost of 
doing this as well as the delay in publication 
would be prohibitive. The list, therefore, is 
compressed into about 300 items which repre- 
sent the “market basket.” This number may 
seem quite small, but it compares with 200 
items priced in the former index, and requires 
a personal visit monthly by BLS agents to 
some 6,000 stores in 46 cities. In addition, 
rental information on some 32,000 dwellings 
must also be obtained. 

The long list of items is “boiled-down” by 
various classification schemes. One grouping 
is by type of product: food, housing, apparel, 
transportation, medical care, personal care, 


1M. J. Moroney. Facts from Figures, Penguin 
Books, 1951, p. 50. 
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and reading and recreation. Separate indexes 
are in fact published for some of these groups, 
Further subdivision within these groups also 
helps to simplify the pricing problem. Food, 
for example, is divided into cereals and bak- 


ing products; meats, poultry, and fish; dairy 


products; fruits and vegetables; other food; 
and even “restaurant meals”. 

To continue the illustration, meat would be 
subdivided into its major types—beef, pork, 
and lamb, and then into their respective major 
cuts. The last step is crucial, for it is here 
that one specific commodity is made to repre- 
sent many. A major cut of pork, for example, 
is smoked ham. There are three major types 
of smoked ham—whole smoked ham, picnic 
ham, and sliced ham. Only one of these— 
whole smoked ham—is actually priced, and 
it represents the three, which together com- 
prise the item labeled “smoked ham.” The 
obvious assumption made here is that sliced 
ham and picnic ham prices go up and down 
together with whole hams and that their 
separate pricing would be superfluous. Notice 
that the emphasis is on price movement, not 
price level. Whole hams may cost less per 
pound than slices and more per pound than 
picnics, but this difference causes no trouble 
as long as the percentage changes in prices of 
the three ham products are the same. 

The assumption of similar price movements 
is, of course, not perfectly valid for hams, 
or for chops which represent fresh pork pro- 
ducts, or for living room suites which repre- 
sent living room furniture. However, the 
grouping of commodities and the selection of 
specific ones for pricing is carefully deter- 
mined by studying their price histories. Only 
those products that have in the past had 
similar price movements are so grouped. 

Whenever one product is allowed to stand 
for many, special care must be taken in giving 
the proper “weight” to that product in com- 
puting the total cost of living index. Thus the 
effect of a 10 per cent increase in whole ham 
prices must be given a weight relative to the 
importance of all smoked ham purchases in 
the family budget and not of whole hams 


“A tna a 
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alone. This procedure is called “imputation” 
and is accomplished as follows: 


Estimated 1952 expenditures 


Product Dollars Per cent 

Smoked hams | 
Slices $ 8.18 0.20% 
Whole 14.61 0.35 
Picnics 4.25 0.10 

Total $ 27.04 0.65% 

All others 4,132.96 99.35 
Grand Total $4,160.00? 100.00% 


It is seen that although whole hams account 
for only $14.61 or .35 per cent of the con- 
sumer budget, their 10 per cent price change 
would be assigned an importance equivalent 
to $27.04 or .65 per cent. Similar computa- 
tions are made for all the 300 items that are 
actually priced in retail stores. 


Taxes Cause Difficulties 


Up to this point no mention has been made 
of the commodity “government seivices.”” How 
does the cost of national defense, price sup- 
ports, and public schools get into the CPI? 
As noted earlier, the estimated family income 
of $4,160 was after income taxes. It is the 
expenditure of this sum, less savings, which 
is traced to the market basket. The cost of 
services represented by income taxes, there- 
fore, does not become a part of the index. 
On the other hand, services represented by 
excise taxes, sales taxes, and property taxes 
are included since they are attached to the 
price of specific goods and services which 
families buy. 

Conflicting testimony was presented before 
the House Committee in 1951 as to the proper 
treatment of taxes. Representatives of man- 
agement generally took the position that ex- 
cise and sales taxes as well as income taxes 
should be excluded entirely. They argued that 
workers whose wages are escalated by the 


* The total of $4160 is not quite accurate, inasmuch 
as several hundred dollars should be deducted for 
savings. 
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CPI are compensated for tax increases, and 
that this tends to shift the tax burden to 
other members of society whose incomes are 
not so adjusted. Labor, on the other hand, 
said that the index is widely used by govern- 
ment and industry to adjust wage statistics 
for changes in the value of the dollar, without 
making any special allowance for income 
taxes. This “deflation” procedure properly 
measures the change in the real value or pur- 
chasing power of wages only when tax rates 
change by the same percentage as commodity 
prices. 

The Bureau of Labor Statistics, confronted 
with these contradictory arguments, has taken 
a middle-of-the-road course as in previous 
years. Their position can better be under- 
stood by realizing that they try to measure 
the change in price of specific goods or ser- 
vices, not the amount spent on such items. 
The amount spent on clothing or taxes, for 
example, enters into the calculation only to 
weight the importance of the change in price 
of the service rendered. If the amount of taxes 
va’? doubles, it cannot be assumed that the 
pi.ce of government has doubled any more 
than the doubling of expenditures for cloth- 
ing means that these prices have doubled. As 
incomes increase through the years more 
money will be spent even though prices re- 
main unchanged. If, then, the change in 
amount of taxes does not measure the change 
in price of government the measurement prob- 
lem becomes quite complex, for it is difficult 
to conceive of a concrete product specification 
for government like the following specifica- 
tion for pricing a business shirt: 

Shirt, business: cotton broadcloth, white; 

combed yarn; thread count, 136 x 60 or 

128 x 68; manufacturer’s nationally adver- 

tised brand; fused or similarly constructed 

collar, attached; barrel cuffs; residual 
shrinkage 1% or less; full cut, clean work- 
manship; 31 to 32 yards per dozen based 
on 36-inch fabric; 14 to 17 inch neckband. 

The logical conclusion of the argument is 
that all taxes should be omitted, but here the 
practical problem of separating excise taxes 
from the price of merchandise is encountered. 
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Moreover, taxes which become a part of the 


price of specific products and therefore affect 


consumer decisions to buy the taxed article 
as against a substitute, seem intuitively to 
require different treatment from taxes which 
are deductions from income. The decision of 
the BLS to treat them differently was an 
obvious compromise. 


A More Realistic Index 


One of the most interesting decisions made 
by the BLS in the latest revision relates to the 
problem of keeping the index realistic. For 
years the index number theorists have con- 
tended that expenditure weights must remain 
fixed as long as possible. Only in this way 
could the index have any tangible meaning. 
Thus, when the old index stood at a tempor- 
ary peak of 174.5 in September, 1948, it 
supposedly meant that if a family were to 
purchase in September, 1948 what the average 
family bought in 1935, the cost would be 
74.5 per cent more than in the base period 
1935-39.° But this clarity of definition is 
obtained at the sacrifice of realism. Even the 
mythical average family in the average city 
cannot be presumed to have unchanging pur- 
chasing habits. 

All index numbers are modernized periodi- 
cally, as it becomes recognized that current 
conditions are so remote from the base-weight 
period that a break in continuity is necessary. 
As the accompanying chart shows, the break 
is never noticed in the published i1dexes be- 
cause the new index is spliced on to the old 
one to give the impression of continuity. But, 
strictly speaking, price-level comparisons 
across these points are not valid: The market 
basket for prices since January 1953—the 
effective date of the latest revision—is differ- 
ent from the market basket before that time. 
The same was true of the splice made in 1925 
and 1930 and other dates of major and minor 
revisions. 


*The price base period of 1935-1939 was used as 
a matter of convenience for many government indexes 
and should not be confused with the expenditure base 
or survey year of 1935. 
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Thus, in spite of a strong desire to preserve 
the tangible meaning of the CPI there never 
has been a time when price levels of distant 
years could be compared without ambiguity, 


37-YEAR HISTORY OF CONSUMER PRICES 
IN THE UNITED STATES 


7; 
‘ 
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The price chart shows that the index rose 
from 54.8 in 1917 to 114.4 in 1953, but to 
say that prices went up 109 per cent in this 
period is misleading. Some products have been 
improved in quality ,and others are entirely 
new. Today’s automobiles bear small resem- 
blance to those of earlier years. Television 
sets, and for that matter the entire group of 
automatic electric appliances, were barely a 
dream in 1920. Even foods have experienced 
significant innovations. 

Less striking, but important to consider too, 
are the shifts customers make among existing 
commodities as their relative prices change. 
Presumably, the drop in beef prices during 
1953 caused consumers to increase their pur- 
chases of this product, and perhaps at the 
expense of reduced purchases of pork and 
other meat products. The current soaring price 
of coffee likewise must induce at least a par- 
tial decrease in purchases of this beverage in 
favor of others. 

These adjustments, however, raise another 
question: Do the dollar amounts spent and 
therefore the relative expenditure weights 
change in the same direction as the quantities 
purchased? Is a greater or lesser proportion 
of family income spent on beef when beef 
prices fall? Is the proportion spent on coffee 
decreased or increased as coffee prices rise? 
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The time-honored index formula which keeps 


the periodic revisions undertaken in the 


ver | the quantities purchased constant, regardless past ~~ the index, so ahem Ae 

ant | of pice changes assumes that expenditures 

ity, increase and decrease proportionately with The 
prices. 5 . frequent changes of a minor character. Revi- 

S The current widespread use of the CPI in sions should be made only when the annual 


wage escalation has caused the experts to 
reconsider the desirability of a fixed-base in- 
dex. Proper wage adjustment needs a good 
measure of short-run price changes and the 
preservation of continuity in the long-run be- 
comes more than ever an academic argument. 
Real continuity has, in fact, been impossible 
to obtain during the last 10 years. Wartime 
shortages and partial price controls have re- 
quired so many index adjustments that the 
concept of a current-base weighting system no 
longer seems revolutionary. 

Frequent revision raises a cost problem, 


review of buying habits of American consum- 
ers indicates significant changes have occurred. 

There is even a possibility that changes in 
expenditure patterns may be estimated on the 
basis of past statistical relationships. The BLS 
is currently working on such techniques and 
has applied them in a limited way for the 
present index by deriving 1952 weights from 
the 1950 survey. Verification of such methods, 
however, will always require periodic data 
direct from consumers. 

The Bureau of Labor Statistics has always 


ae : ; been respected for its integrity and skill in 
to however. Technical perfection can only be had compiling a reliable measure of consumer 
his at a price; but 4 million dollars, which was price changes. Their recent revision and plans 
en the cost of the latest family survey, is prob- for the future represent one of the most sig- 
ly ably too much to pay annually. The House nificant developments since the early days of 
m- subcommittee on the Consumer Price Index, index numbers. It is to be hoped that wage 
mn _—ihowever, had this to say: contracts tied to the index will not, as in 1953, 
of “The subcommittee believes that the con- require renegotiation at each future revision. 
a stant revisions advocated . . . would not, in ‘Consumers’ Price Index, House Document 404, 
od the long run, be any more expensive than 82nd Congress, 2nd Session, May, 1951. 
0, 
e, ACHIEVING A GOOD CITY 
4 An orderly, well-maintained, and constantly renewing city can be achieved—but not 
[- by hit-or-miss measures. A recent Tweatieth Century Fund report states that unremitting 
ie action is needed along many fronts: municipal housekeeping, citizen interest, physical and 
d financial planning, public improvements, and coordinated governmental arrangements 
e between the large city and its suburbs. 
n 
MORE ON THE OVER-65 MARKET-—8.5 PER CENT OF THE POPULATION— 

f Printer’s Ink says there are now nearly 14 million people in the U. S. over 65, with 
d one out of every four still working. The net worth of this 8.5 per cent of the people is 
s high—with the median estimated at $8,200—69 per cent own their own homes and at 
S least three out of every ten retired ns own a car. Here’s another promising market, 
n PI points out, for activities for older folk, for food, drug, and other specialties to make 
f such activity possible. With a great deal of equipment being bought by people at all age 
, levels in preparation for old age, not enough is being done to satisfy the unusual needs 
> and unique purchasing power of the over-65 market. 
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one (ADJUSTED FOR SEASONAL VARIATION ) 
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BANK DEBITS—THE MOST INCLUSIVE MEASURE OF BUSINESS ACTIVITY—Characterized 
by sharp fluctuations, June and July debits continued to appear less favorable than at one 


ing periods a year ago. 
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MICHIGAN BANK DEBITS 
12 CITIES — UPPER PENINSULA 
(ADJUSTED FOR SEASONAL VARIATION ) 


1947 1948 1949 1950 1951 1952 1953 1954 


UPPER PENINSULA BANK DEBITS—Changes in Upper Peninsula debits were less striking than 
those below the Straits though their current patterns are similar. 
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TEN MICHIGAN CITIES 
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ER CONSUMPTION-—In lull in usual seasonal fac- 
d POW. July a factory activity 
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MICHIGAN EMPLOYMENT 
(WON — AGRICULTURAL 


1947 1946 1949 1960 196) 1962 1953 1984 


MICHIGAN EMPLOYMENT-—With a slackening of output in the oy 
ment employment picture seems unlikely before production on under- 
“way-reportedly by mid-November. 


Recent Publications 
OF THE BUREAU OF BUSINESS RESEAR 


LONG-TERM LEASES 


Problems of Taxation, Finance and Accounting, By Albert H. Cohen 
MICHIGAN BUSINESS STUDIES, VOL. XI, NO. 5, 1954 

The study traces the development of long-term net leasing practice as a method of securing the 
use of productive facilities and reviews the tax environment which has stimulated the use of leasing. 
In order to appraise the relative merits of leasing versus debt financing, the author analyzes — 
‘the cust elements inherent in each, with attention to costs of a subjective nature as gba those 
measurable in monetary terms. Current accoun’ procedures followed in reporting the results of 
leasing transactions are appraised in terms of effectiveness in expressing the economic impli- 
cations of the lease-financing 

‘149 pages, paper $2.00 


UNIONISM, WAGE TRENDS, AND INCOME DISTRIBUTION, 1914-1947 
How effective is union bargaining power? 

Harold M. Levinson, Assistant Professor of Economics, 

University of Michigan 


MICHIGAN BUSINESS STUDIES, VOL. X, NO. 4, 1951 
The fundamental issue in dispute involves the question of whether or not there is & significantly 


money wage rates without causing some type of employer reaction such as 
tuting capital for labor, and thereby causing some unemployment. 
122 pages, paper $2.00 


CONFERENCE ON SALES MANAGEMENT 
Contributed Papers, 1953, Stewart H. Rewoldt, Editor 


MICHIGAN BUSINESS PAPERS, NUMBER 26 
This volume contains a group of papers presented at the recent Conference on Sales Management. 
The subjects cover marketing training, training of salesmen, pricing and the Robinson-Patman Act, 
sales research and the present day challenge to management. ‘The roster of speakers includes James J- 
Nance, President of the Packard Motor Car Company; Thomes E. Sunderland, General Counsel of 
the Standard Oil Company of Indiana; John Fistere, Director of Sales Development, Fortune ; 
Donald R. G. Cowan, Professor of Marketing, University of Michigan. Professor D. M. 
. served as Chairman of the Conference and has written a foreword to the volume. These papers 
should be of interest to all who are concerned with the problems of management. 


119 pages, paper $2.00 

‘ANNUAL MARKETING RESEARCH CONFERENCE 
Contributed Papers, 1953, Donald R. G. Cowan, Editor - | 
MICHIGAN. BUSINESS PAPERS, NUMBER 27 q 3 


“Marketing is an indispensable phase of business management . . . The largest rewards belong to 
those who can correctly anticipate and prepare for what is beyond the ever-receding horizon of the 
future,” says Professor Cowan in his Foreword to this group of addresses delivered at the recent 
Annual Marketing Research Conference. The subjects covered, each discussed by an expert in the 
field, include measurement of industrial consumers’ inventories, research in the impact o 
study of radio and television audiences, planning sales, evaluating sales performance, a discussion of BP ieee 
the business outlook and a survey of business conditions. ‘ | 

116 pages, paper $2.00 
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